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PT. Adaro Energy, Tbk. 
Coal Mining Industry 
Indonesian Stock Exchange (IDX)  Ticker: ADRO 

SELL 
   Price (July 20th 2018): Rp 1,865 
   Target Price: Rp 1,644 
    Downside: 11.8% 

Market Profile 

52-wk High     2,650 

52-wk Low   1,575 

Beta   1.02 

Div. Yield (%)   6% 

Shares Out.   31.99 B 

Market Cap.   57,575 B 

EPS (A) 204.71 

BV/S (A)   1,533 

P/E  (x)   13.82 

Source: Stockbit, Team analysis 

Key Financial Data 

Current Ratio 2.5 

Net Debt / Equity 0.36 

ROE 12.8% 

ROA 6.7% 

Gross Profit Margin 29.6% 

EBITDA Margin 22% 

Net Profit Margin 9.7% 

Total Asset Turnover 0.49 

Cash Conversion Cycle 4.55 

Source: Stockbit, Team analysis 
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WOOKIE CAPITAL 
July, 23rd 2018 

HIGHLIGHT 

We ground our SELL rating for PT Adaro Energy, Tbk (ADRO) as we 
foresee the difficulties ADRO faces during the decline in world coal de-
mand. India, China, US and European countries have committed to re-
duce their coal import, yet the rise in Asian market can not catch the 
drop.  

Using Relative Valuation Method, Dividend Growth Model and Dis-
counted Cash Flow method, we arrive at a price target of Rp 1,644 an 
almost downside potential 11.8% from its current share price. Our valu-
ation incorporates a WACC of 8.339% based on 7.81% risk free rate. 

 The Curse of Cyclical Industry 
Coal mining is a type of industry that is sensitive to business cycle, 
revenues are higher at the economic expansion periods and lower at 
the economic contraction periods. This type of companies should 
deal with the volatility during the good and bad times. But, coal min-
ing is coal mining. Investing in this industry should be done at the 
right time and the right price. 
 
Adaro Energy has earned rapid sales growth during the peak season 
of economic expansion in 2015-2017, but the cycle now turning to 
mature as world economic growth will slow down—as projected by 
IMF, stagnant in 3.9% until 2019 and 3.8% in 2020.  

 
 Irrational Global Coal Demands 

The performance of ADRO is highly depend to economic growth, 
weather, and other external factors i.e. import regulation of other 
countries. The company has already earned rapid sales growth dur-
ing the peak season of commodity market in 2016—2017, but the 
business now reaches the mature point. Relying almost 80% of their 
production to export market, ADRO start to face difficulties when 
China and India—two biggest coal importers— limits their imports 
level. The company still has steady demand from Japan, Malaysia and 
domestic market; but such level of consumptions can not compen-
sate the sound drop. 

 
 Questionable Management Effectiveness 

Compared to the competitors, ADRO have higher PE Ratio, and lower 
ROA, ROE and ROIC.  It means the capital invested in ADRO is less 
effective compared to the similar company in the industry. The PE 
ratio shows a warn that ADRO’s price is much higher than its actual 
growth potential, especially when it’s compared to similar compa-
nies. 

Company Overview 

ADRO is stated-owned enterprise and the 
largest coal producer in Indonesia . The 
company exports the coal production mostly 
to China, Japan, Malaysia, Korea and sells up 
to 20% of its production to domestic mar-
ket. The coal produced by the company con-
tains lower Sulphur, but also means lower 
energy. 
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Industry Overview and Analysis 

Macroeconomics Overview 

The Impact of Economic Growth to the World’s Energy Demand 

Figure 1.  
World Energy Consumption Growth (2018—2020 projection) 

Source: imf 

Figure 2. World Coal Consumption 
Source: eia.gov 

Figure 3. Coal Producers (2017) 
Source:  World Bank 

Figure 4. Coal Exporters (2016) 
Source: worldcoal 
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After reaching 3.1 percent in both 2017 and 2018, IMF latest fore-

cast of global economic growth is expected to decelerate gradually 

over the next two years as global slack dissipates, the growth in 

emerging market and developing economies (EMDEs) is projected to 

plateau, reaching 4.7 percent in 2019 and 2020, up from 4.5 percent 

in 2018. The projected decline in economic growth is caused by major 

central banks that remove monetary stimulus, and the slowdown in 

commodity demands over the long run. This year, the recovery of 

commodity exporters is predicted matures. The projected decline in 

commodity consumption growth create challenges for the commodity 

exporters. The global energy demand is predicted decrease 1% to 

600.9 billion Btu next year and to 604.9 in 2020. 

Figure 5. Coal Importers (2016) 
Source: worldcoal 

The Impact of Economic Growth to the World’s Coal Demand 

After decreasing 1.9% in 2016, the global coal consumption slight-
ly increase 0.7% to 3731.5 mtoe last year. IMF predicts the commodi-
ty consumption has reached its mature this year. The global coal de-
mand will slow down for the next two years, resulting a decade of 
stagnation. A surge in renewable and improvement in energy efficien-
cy become a major issue for coal industry. 

The Impact of World Coal Demand to Its Supply 

Coal demand has dropped by 4.2% since 2014, almost matching 
the fall of 1990-1992 which was the largest two-year decline since 40 
years ago. Even the coal use in India and other Asian countries in-
crease, this rising was unable to offset large declines in the United 
States, China and in the United Kingdom (where demand dropped by 
more than 50%).  

In the United States, low gas prices has eroded coal’s dominance in 
the power sector. In China, the commitment to improve air quality 
causing lower coal use in residential and industrial sectors; while in 
the United Kingdom a recent regulation for carbon price floor has sig-
nificantly decrease coal use in power generation. 

Production cost reductions in coal mining reached their limits in 
2015, and since prices have moved higher, the urgency to cut costs 
has decreased. While recent price seems a good news, they have not 
led to behavioral changes. The wounds of the low-price period of 
2013-15 are still ghosting to the market, although India and Korea 
hold significant upside potential.  

The perception that current high prices are affected by China’s 
policies and do not signal scarcity in the traditional way is not helping 
investor confidence. Given uncertainties and expected price volatility, 
there is limited appetite for big capital expenditures in coal produc-
tion except in China and India, where investment is linked to meeting 
large domestic needs. 

The Impact of World Coal Demands to Indonesian Coal Industry 

Indonesia, as the second biggest coal exporters, plays an im-
portant role in world coal industry. The market for Indonesian coal 
mostly Asian countries: Japan, India, China and Korea. The decline 
trend in the world coal demand threatening coal companies in Indo-
nesia because most of the production is absorbed by international 
market.  
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Increase in Domestic Market is Not Likely to Solve Revenue Drop 

Although the Indonesian government states that coal consumption will in-
crease 7% in the next year, to fulfill the expansion of electricity sector and to save 
the domestic coal producers, the changes in domestic market will not affect sig-
nificantly for ADRO. This happens because more than 70% of the current compa-
ny’s revenue is from international market.  
 
Uncertain Demands from Japan and Malaysia 

Malaysia relies almost 70% of their coal import from Indonesia. The need for 
coal energy still consistently increase since the electricity sector in Malaysia re-
lies on coal energy by 53% of their power generator. Although the demand is 
sound, constrained to their un-evolutionary economic growth, the shares of the 
country demand can not offset the drop caused by the larger shares. 

Now, the optimists point out Japan’s coal demand. Confirmed, unlike other 
developed countries, Japan announce they will increase their coal consumption. 
They plan to build an addition-
al 36 power plants over the 
next decade, in 2030 26% of 
Japan’s electricity will be pro-
vided by coal energy. This sur-
prising news come from the 
accident of nuclear reactors in 
2011, only 7 out of 54 have 
restarted. Another reason is 
more expensive natural gas 
import for Japan due to differ-
ent liquefied form. However, in 
the recent month, the biggest 
Japanese insurer—Nippon Life 
Insurance co— will no longer extend loans for, or invest in, coal-fired power 
plants due to environmental concerns; Sumitomo Mitsui Trust Banks Ltd—third 
biggest Japanese bank—also have tightened their lending criteria for coal power, 
and is considering to stop providing project finance for new coal-fired power 
plants. That appears to influence other investors in the near future, which left a 
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Korean Regulations Threats 
Although the need for coal energy is high, Korean market become new chal-

lenges for Indonesia coal producers. To respond the targeted emission reduction 
by 40% in 2022 and 58% in 2030, the government regulates only coal contains 
below 4% of sulfur that allowed to be imported. ADRO’s envirocoal is one of the 
coal pass that regulation, but it should be noted that envirocoal contains lower 
energy which causing higher amount of coal consumed. Since the government 
also regulates the higher tax import for coal, the high amount needed when Kore-
an companies consume envirocoal costs them more tax expenses. Therefore, the 
urge for Korean companies to find an alternative of envirocoal consumption is 
still on the list. 
 
Threats from Two Biggest Coal Importers 

Strong policies to substitute coal use to reduce air pollution problem has chal-
lenged global coal producers. However, due to high growth in construction and 
manufacturing sector in that country, it’s hard to resist that the demand for coal 
energy in China still high. But, noted that China’s government also restricts coal 
imports in order to stimulus domestic production. The mixed signal from China 
put a huge uncertainties for international coal producers that may mislead to 
oversupplies. 
India as the second largest coal consumer in the past years gradually decreases 
their demands due to environmental issue and import regulations. The rapid 
growth of coal production in India become a new threat for global coal industry. 

Source: IEA, Team Analysis 

Source: IEA, Team Analysis 

Source: IEA, Team Analysis 

Source: IEA, Team Analysis 

Source: IEA, Team Analysis 

Source: IEA, Team Analysis 
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Figure 6. Indonesian Mining Revenue (2017) 
Source: Stockbit 

Figure 8. Customer Type by Volume 
Source: LK2017 ADRO 

Figure 9. Geographical Costumer 
Source: LK2017 ADRO 

BUSINESS DESCRIPTION 

Strong industry fundamentals supported by Asia growth story 

PT. Adaro Energy, Tbk is a vertically integrated energy producer in 
Indonesia with businesses along the coal, energy, utilities and support-
ing infrastructure sectors. ADRO deploy an integrated business model 
comprised of eight pillars: Adaro Mining, Adaro Services, Adaro Logis-
tics, Adaro Power, Adaro Land, Adaro Water, Adaro Capital and Adaro 
Foundation. ADRO main location is in South Kalimantan, where they 
mine Envirocoal, a low-pollutant thermal coal. The company also has 
metallurgical coal assets across the spectrum from semi-soft coking 
coal to premium hard coking coal. 

Coal is the backbone of Adaro Energy. They are one of the largest 
suppliers to the seaborne market with annual production of more than 
50 Mt. Following the acquisition of Adaro MetCoalCompanies, Adro 
Energy have further diversified their product portfolio from sub-
bituminous thermal coal suitable for power generation to metallurgi-
cal coal, a rare and specialty product and an essential component in 
steel making. 

In the 25 years of operations, the Adaro Group had transformed 

from a single-site coal mining company of 1 Mt into producing more 

than 50 Mt of coal and being one of Indonesia’s largest integrated coal 

and energy producers. ADRO thermal coal assets ranges from coal with 

low caloric value below 4,000 kcal/kg to medium caloric value of 5,000 

kcal/kg (gross as received/GAR). 

Competitive Positioning 

Resilient business model across coal, energy, utilities, and sup-

porting infrastructure sectors 

In the 25 years of operations, the Adaro Group had transformed 

from a single-site coal mining company of 1 Mt into producing more 

than 50 Mt of coal and being one of Indonesia’s largest integrated coal 

and energy producers. Over the years, contribution from the non-coal 

mining businesses to the company EBITDA has continued to increase 

and reached approximately 20% in 2017, affirming that Adaro Energy 

is more than a mere coal mining company. 

Extensive portfolio of high quality coal products 

Adaro Energy is one of the largest suppliers to the seaborne mar-

ket with annual production of more than 50 Mt. Following the acquisi-

tion of Adaro MetCoal Companies, ADRO have further diversified their 

product portfolio from sub-bituminous thermal coal suitable for pow-

er generation to metallurgical coal, a rare and specialty product and an 

essential component in steel making. 

Envirocoal: a superior coal product with ultra-low pollutant 

content 

ADRO main thermal coal products, widely known under the regis-

tered trademark Envirocoal, are well-established in the market and 

are among the lowest globally for ash, sulfur, and nitrogen content. 

The coal has been widely used throughout Europe, Asia and the Amer-

icas for use in industrial centers where environmental restrictions are 

stringently controlled or as a blending coal with more common high 

ash, high sulfur coals. 

PT Adaro 
Strategic 

Investments

44%

Garibaldi Thohir
6%

Others
14%

Public
36%

Ownership Structure

Figure 7. Ownership Structure 
Source: LK2017 ADRO 
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FINANCIAL ANALYSIS 

Decreasing in Total Production 

ADRO’s total coal production for 2017 reached 51.79 million tonnes 
(Mt), a 2% decrease year-on-year and slightly below the production guid-
ance of 52 – 54 Mt, due to extended wet season throughout the year that 
weighed down operation activities at the mines. Tutupan mine contributed 
approximately 77% of total production while the rest were from Paringin, 
Wara, Balangan Coal Companies, and a concession of Adaro MetCoal Com-
panies. 

Sales Volume Shows a Declining Trend 

Total sales in 2017 reached 51.82 Mt, a 4% decline year on year. Sales 
to Indonesian customers constituted 20% of ADRO’s total sales in 2017. 
The company has a diverse range of customers with more than 50 custom-
ers over 16 countries. 

Coal Price Indicates a Downtrend 

ADRO’s businesses are divided into four main business pillars, namely 
Adaro Mining, Adaro Services, Adaro Logistics, and Adaro Power. Currently, 
more than 90% of ADRO’s revenue is from coal mining business. The IMF’s 
July report predicts that in 2018 the coal price will decline to $78.8/mt and 
a slight drop in 2019 to $74/mt. This condition is very risky since majority 
of firms’ revenue relying on its coal mining line.  
The room for upward trend of the coal price in 2018-2019 is unsure and is 
largely dependent on policies in China. If China decides to boost their coal 
production, prices could be collapse. This uncertain factor has a major im-
pact on the ADRO’s earnings and the coal price should therefore be careful-
ly followed by investors of ADRO. 

Escalation on Cost of Revenue 

Cost of revenue increased 15% year over year to US$2,117 million driv-
en by higher mining cost as a result of higher strip ratio, higher fuel prices 
as well as higher royalty payment to the Government of Indonesia. Over-
burden removal totaled 238.70 million bank cubic meter in 2017, a rise of 
2% year on year. The blended average strip ratio for the year was 4.61x or 
below the planned strip ratio for 2017 of 4.85x due to prolonged rains. 

Source: ADRO 

Debt and Net Cash Performance 

Source: ADRO 

Cash Balance and Cash Flow 

Financial Health      

In IDR 12M 2017 12M 2016 12M 2015 12M 2014 12M 2013 

 Current Ratio (Annual) 2.56  2.47  2.40  1.64  1.77 

 Quick Ratio (Annual)  2.45  2.36  2.24  1.52  1.64 

 Debt to Equity Ratio (Annual)  0.40  0.47  0.77  0.70  0.82 

 Financial Leverage (Annual)  1.96  2.07  2.08  2.32  2.49 

 Total Debt/Total Assets (Annual)  0.20  0.23  0.37  0.30  0.33 

 Total Liabilities/Equity (Annual)  0.79  0.87  0.91  1.14  1.31 

Efficiency      

In IDR 12M 2017 12M 2016 12M 2015 12M 2014 12M 2013 

 Days Sales Outstanding (Annual)  34.33  36.27  30.81  32.33  38.07 

 Days Inventory (Annual)  13.65  14.70  13.64  13.83  11.03 

 Cash Conversion Cycle (Annual)  6.15  10.33  0.72  -0.89  5.62 

 Working Capital Ratio (Annual)  2.56  2.47  2.40  1.64  1.77 

Cash Flow      

In IDR 12M 2017 12M 2016 12M 2015 12M 2014 12M 2013 

 Operating Cash Flow (Annual)  11,566 B  9,076 B  7,057 B  7,366 B  8,804 B 

 Capital expenditure (Annual)  (2,523 B)  (1,476 B)  (1,396 B)  (1,286 B)  (2,199 B) 

 Free cash flow (Annual)  9,043 B  7,601 B  5,662 B  6,080 B  6,605 B 

Source: stockbit 

Operational EBITDA 

Source: ADRO 
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INVESTMENT SUMMARY 

We initiate coverage of PT. Adaro Energy, Tbk. (ADRO) with a SELL 
rating and a price target of Rp. XXX. Although the coal price had been 
at highest level since 2012, we believe it affects negatively to the reve-
nue of Indonesian coal producers. Bad weather and China’s coal re-
striction became the catalyst of supply-demand unbalanced, which 
causing coal price boom. The price rose because of bad weather and 
the restriction of China coal production. ADRO as the largest Indone-
sian coal exporter is exposed to stagnation of global coal consumption, 
which latter will affect ADRO share price.  

VALUATION 

Looking at the fundamental future growth opportunities, we use 
Free Cash Flow method to the firm. The time period is five years and 
the terminal growth rate used is 3%. Target price calculated from DCF 
is Rp 185.40, and the price is sensitive to WACC, and terminal growth 
rate.  
 
Capital Expenditure. The capital expenditure of ADRO will rise this 
year due to AMC’s acquisition. The targeted capital expenditure is US$ 
700—900, rise 3-4 x from last year capex at US$229. The company 
commits to develop AMC, such as road construction, purchase and re-
place equipments. This aggressive increase in capital expenditure is 
funded by internal and bank loans, hence the interest may higher the 
next year. 
 
WACC. We obtained the risk free rate from 10 years Indonesian gov-
ernment bond. Market return from JKSE geometric mean for 9 years 
(2008 – present) is 9.785%. Lastly, we calculate beta 1.02. Cost of debt 
obtained from government bonds at 7.625%, and after-tax cost of debt 
is 6%. With these assumptions, the Weighted Average Cost of Capital 
for ADRO is 8.3%. 
 
Terminal Value. Terminal value presents the current value of all fu-
ture value in time when the growth rate is expected to be stable over 
time.  Using real GDP growth (GDP growth minus inflation), the termi-
nal growth rate is 2.04%. We use real GDP growth as the terminal 
growth rate because mining industry is sensitive to economic condi-
tion. 

As mentioned, we applied the Discounted Cash Flow Model (DCF), 
Dividend Growth Model, and Multiples Relative Valuation Model to 
calculate the intrinsic value for ADRO. We believe that the models 
complement each other in a comprehensive way. 

Discounted Cash Flow Model (DCF) 
Risk-free Rate 7.816%

Market Risk Premium 1.969%

Beta 1.02

Cost of Equity 9.832%

MV of Equity (Rp B) 32.74122

After-tax Cost of Debt 5.719%

MV of Debt (Rp B) 18.658

Firm Value (Rp B) 51.39922

Deb-to-MV Ratio 36.300%

WACC 8.339%

Initial Cash Flow (Rp B) 282.72

Long-term (Terminal) Growth Rate 2.040%

DCF: Key Variables

Dividend Growth Model 

We use Gordon Growth Model to determine the intrinsic value of a 
stock based on a future series of dividend that grow at a constant rate. 
The growth rate of dividend is 4.81% and required rate of return at 
8.32%, we find that the intrinsic value for ADRO is Rp 658.79, contrast 
to the current price at Rp 1,865 this stock is classified as overvalued. 
 

Dividend Payment FY2017 42.25

Growth Rate of Dividend 4.81%

Dividend Payment FY2018E 65.39

Current Stock Value 1,865

Required Rate of Return 8.32%

Fair Price DDM 658.79
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MULTIPLES RELATIVE VALUATION 

Current Valuation ADRO PTBA BYAN ITMG GEMS MEAN MEDIAN HIGH LOW

Market Capital 56615 50460 58500 27344 15000 41583.8 50460 58500 15000

PER (annualized) 13.82 8.69 8.73 8.55 5.67 9.092 8.69 13.82 5.67

earning yields (TTM) % 0.111 0.1 0.091 0.127 0.124 0.1106 0.111 0.127 0.091

Price to Book Value 1.15 3.38 7.67 2.28 3.22 3.54 3.22 7.67 1.15

EV to EBIT (TTM) 5.29 6.37 7.84 4.08 5.05 5.726 5.29 7.84 4.08

Profitability

Gross Profit Margin (Quarter)(%) 0.296 0.449 0.506 0.294 0.426 0.3942 0.426 0.506 0.294

Operating Profit Margin (Quarter)(%) 0.22 0.355 0.425 0.232 0.244 0.2952 0.244 0.425 0.22

Net Profit Margin (Quarter)(%) 0.097 0.252 0.299 0.154 0.176 0.1956 0.176 0.299 0.097

Management Effectiveness

Return on Assets (TTM)(%) 0.067 0.214 0.382 0.183 0.221 0.2134 0.214 0.382 0.067

Return on Equity (TTM)(%) 0.128 0.339 0.695 0.288 0.397 0.3694 0.339 0.695 0.128

Return on Capital Employed (TTM)(%) 0.154 0.371 0.835 0.391 0.527 0.4556 0.391 0.835 0.154

Return On Invested Capital (TTM) 0.096 0.338 0.651 0.3 0.361 0.3492 0.338 0.651 0.096

We use Multiples Relative Valuation Model to compare the performance of Indonesia public coal companies. 
The key model used are PER, EV/EBIT, PBV, profitability and effectiveness ratios. 
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PBV.  Price Book Value ratio is used to compare the 
firm’s market to book value. ADRO’s PBV is 1.15x, the 
lowest compared to the competitors. Under this ratio, 
ADRO is the cheaper stock relative to its book value.  
 
EV/EBIT.  Enterprise Value is the total value of the 
firm, including the debt holders and shareholders. EV 
reflects the total consideration at which the company 
can be bought by the investor. So, EV/EBIT gives in-
sight on the company’s valuation worth per operating 
profit. ADRO’s EV/EBIT is 5.29, at median but still 
higher than the average of its competitors. It means 
that compared to the competitors, ADRO is slightly 
healthier than others. 
 
PER. This ratio valuing the current price relative to its 
earnings. It indicates the price investor should invested 
in order to earn company’s earnings. Using this model, 
ADRO has the highest PER compared to the competi-
tors, at 13.8x compared to the average that only 9x. It 
reflects that ADRO is relatively overvalued. 
 
Target Price.  The projected earnings are calculated 
based on the weight of company’s target market and 
products. ADRO is found to be overvalued compared to 
the current price at 1,875. 

Year 2012 2013 2014 2015 2016 2017 2018E 2019E 2020E

Revenue (Rp B) 35,996 40,072 41,372 37,032 33,916 44,144 44,448     42,423.00  42,531

Operating Profit (Rp B) 8,088 6,517 6,140 4,578 7,895 12,895 12,073     11,995.19  11,156.91    

Net Profit (Rp B) 3,707 2,797 2,283 2083 4577 7268 6406.54 6586.61 5734.55

EPS (Rp) 116.5 88.18 69.3 65.74 140.56 204.71 199.5 205.13 178.9

Rev. Growth (%) -0.45% 11.32% 3.24% -10.49% -8.41% 30.16% 0.69% -4.56% 0.25%

EPS Growth (%) -25.33% -24.31% -21.41% -5.14% 113.81% 45.64% -2.55% 2.82% -12.79%

EPS 2017 EPS 2018F

Forward 

Price 2018

ADRO 204.71 200.205 1644

PTBA 378.9167 381.3568 4354

BYAN 1299.84 1138.96 16166

ITMG 3028.81 2550 21132

GEMS 276.59 271.13 2601

Source: stockbit, team analysis 

Source: stockbit, team analysis 

Source: stockbit, team analysis 

Source: stockbit, team analysis 
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Industrial Risk 
 

ADRO’s Industrial risk level in 2017 decreased from critical to high. 
The decline was caused due to the improving coal price from US$ 62.29/
ton in 2016 to US$ 85.91/ton in 2017. The import variables of China and 
India are the main triggers of the positive sentiment on coal prices. On the 
other hand, the low production of major coal suppliers has caused supply 
to lag behind demand growth. 

The risk of future coal price volatility is still quite high. China’s policies 

must be monitored closely by every global coal producer. The opportuni-

ties in the coal industry in the long run may shift due to the stronger com-

petition from the alternative energy sources resulted from environmental 

challenges on the use of coal. 

Regulatory Changes and Compliance 
 

Changes in laws and regulations can affect the company’s ability to 
complete important transactions, enforce contracts or implement specific 
strategies and activities. There are ministerial, regional and other types of 
regulations that must be complied with by the company. Non-compliance 
of the regulations could lead to sanctions, legal costs, and other adverse 
effects, as well as reputational loss. Each of ADRO’s subsidiaries must en-
sure that its activities fully comply with the relevant laws and regulations. 
 
Business Interruption 
 

Material damage to key facilities and infrastructure such as bridges, 
hauling roads, coal handling terminals or obstructions in the river chan-
nels may prevent the performance of operational activities for a long time. 
In 2017, ADRO has identified crisis events in several subsidiaries. The 
Adaro Group has completed and drilled one Crisis Management Plan, 
while the rest of the Crisis Management Plans are still being finalized and 
will be drilled. 

RISK ANALYSIS 
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APPENDIX 2 

Balance Sheet 

In Billion IDR 12M 2017 12M 2016 12M 2015 12M 2014 12M 2013 12M 2012 12M 2011 12M 2010 12M 2009 12M 2008

 Assets

       Current Assets

             Cash And Cash Equivalent... 16,350 14,470 9,690 9,272 8,306 4,839 5,068 5,460 11,275 2,416

             Trade Receivables 4,264 4,040 2,700 3,553 3,776 4,584 4,274 2,476 2,882 2,332

             Other Receivables 91 59 33 20 24 108 123 28 21 18

             Inventories 1,158 986 1,004 1,204 1,253 624 475 289 250 305

             Others 4,950 1,844 1,644 1,773 3,363 3,518 1,826 1,947 1,408 2,786

             Total Current Assets 26,814 21,400 15,071 15,820 16,722 13,672 11,766 10,200 15,837 7,857

       Non-current Assets

             Investment In Associates 621 627 4,517 4,922 4,904 3,807 3,589 3,213 5 6

             Other Receivables 2

             Deferred Stripping Cost  -  -  -  -  - 414 434  -  -  -

             Deferred Exploration And...  -  -  -  -  -  - 94 71 81 98

             Exploration And Evaluati...  -  -  - 3 1 6  -  -  -  -

             Mining Properties 31,909 32,738 27,962 26,109 26,675 18,639 11,286 9,246 9,792 10,470

             Property, Plant And Equi... 20,411 20,748 20,239 20,112 20,807 17,106 12,988 8,810 7,416 5,924

             Goodwill 10,752 10,663 12,465 11,241 11,226 9,884 9,118 8,462 9,092 9,128

             Deferred Tax Assets 119 51 65 56 106 81 50 44 38 44

             Others 1,693 1,407 1,880 1,529 1,698 1,106 1,990 554 206 191

             Total Non-current Asse... 65,504 66,233 67,128 63,972 65,417 51,042 39,550 30,401 26,629 25,863

       Total Assets 92,318 87,633 82,199 79,792 82,139 64,714 51,315 40,601 42,465 33,720

 Liabilities And Equity

       Liabilities

             Current Liabilities 10,477 8,660 6,269 9,637 9,437 8,695 7,066 5,794 7,996 6,722

             Non-current Liabilities 26,408 28,106 29,675 29,621 33,729 27,056 22,104 16,177 16,957 12,971

             Total Liabilities 36,885 36,766 35,944 39,258 43,166 35,752 29,169 21,970 24,953 19,693

       Equity

             Capital Stock 4,646 4,608 4,731 4,267 4,183 3,316 3,110 3,199 3,199 3,199

             Additional Paid-up Capit... 15,641 15,512 15,926 14,363 14,083 11,164 10,657 10,733 10,733 10,733

             Retained Earnings 26,645 21,869 19,134 16,294 14,852 10,315 8,542 5,377 4,028 422

             Non-controlling Interest... 8,445 8,591 6,720 6,117 5,980 4,217 58 54 67 18

             Others 56 288 -256 -506 -125 -50 -221 -731 -514 -344

             Total Equity 55,433 50,867 46,255 40,535 38,973 28,962 22,146 18,631 17,512 14,028

       Total Liabilities And Equity 92,318 87,633 82,199 79,792 82,139 64,714 51,315 40,601 42,465 33,720

 Share Outstanding 31,985,962 K 31,985,962 K 31,985,962 K 31,985,962 K 31,985,962 K 31,985,962 K 31,985,962 K 31,985,962 K 31,985,962 K 31,985,962 K
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In Billion IDR 12M 2017 12M 2016 12M 2015 12M 2014 12M 2013 12M 2012 12M 2011 12M 2010 12M 2009 12M 2008

 Cash Flows From Operating Activ...

       Cash Received From Custom... 44,324 B 32,477 B 38,303 B 41,589 B 41,956 B 35,874 B 34,381 B 25,056 B 25,866 B 17,469 B

       Cash Paid To Suppliers (18,844) B (16,047) B (23,639) B (24,742) B (24,428) B (22,928) B (19,908) B (14,135) B (13,354) B (12,055) B

       Payments To Employees (2,143) B (1,814) B (1,788) B (1,639) B (1,610) B (1,273) B (1,001) B (741) B (628) B (458) B

       Interest Received 203 B 122 B 157 B 314 B 127 B 69 B 56 B 34 B 67 B 46 B

       Payments Of Royalties (4,547) B (3,394) B (3,241) B (4,931) B (2,870) B (1,951) B (1,798) B (1,497) B (1,396) B (1,076) B

       Corporate Income Tax Paid (6,983) B (2,089) B (2,856) B (2,272) B (3,016) B (4,312) B (2,992) B (5,040) B (2,867) B (1,626) B

       Receipts On Income Tax Re... 154 B 239 B 703 B 1,104 B  -  -  -  -  -  -

       Interest And Financial Ch... (634) B (588) B (627) B (2,044) B (1,276) B (1,111) B (961) B (1,069) B (729) B (607) B

       Pembayaran Pajak Penjuala... (100) B (353) B  -  -  -  -  -  -  -  -

       Other Receipts, Net 138 B 522 B 47 B (12) B (79) B (184) B (1,319) B 99 B 138 B 39 B

       Pembayaran Lain-lain  -  -  -  -  -  -  -  -  -  -

       Receipt From Settlement O...  -  -  -  -  -  - 2 B  -  -  -

       Payments For Extraordinar...  -  -  -  -  -  -  - (119) B  - (647) B

       Total Cash Flows From Operat... 11,566 B 9,076 B 7,057 B 7,366 B 8,804 B 4,184 B 6,460 B 2,590 B 7,097 B 1,085 B

 Cash Flows From Investing Activ...

       Acquisitions Of Fixed Ass... (2,105) B (1,046) B (965) B (687) B (1,664) B (4,739) B (5,668) B (2,251) B (1,106) B (1,464) B

       Proceeds From Disposal Of... 82 B 8 B 37 B 63 B 184 B 55 B 52 B 35 B 6 B 6 B

       Payment Of Advance For In...  -  -  -  - (213) B  -  - (450) B  -  -

       Purchase Of Interest In A...  -  -  - (121) B  -  - (235) B (3,203) B  -  -

       Purchase Of Equity Securi...  -  -  -  -  -  - (596) B  -  -  -

       Hasil Penjualan Efek Yang... 760 B  -  -  -  -  -  -  - 1,089 B 701 B

       Receipt From Repayment Re...  -  -  - 207 B 244 B  - (331) B  -  -  -

       Arus Kas Keluar Untuk Uan...  -  -  -  -  -  -  -  -  -  -

       Loan Given To A Related P...  -  -  -  -  - (256) B (136) B  -  - 46 B

       Loan Given To A Third Par...  -  - (276) B  -  -  -  -  -  -  -

       Pelunasan Pinjaman Berela...  -  -  - 501 B  -  -  -  -  -  -

       Purchase Of Available-for... (4,191) B  -  -  -  -  -  -  -  -  -

       Transfer To Restricted Ca...  -  -  -  -  -  -  -  -  -  -

       Net Cash (outflow)/inflow... (256) B 13 B (2,734) B (0) B (1,018) B (10,300) B

             Arus Kas Masuk Bersih Da...  -  -  -  -  -  -  -  -  -  -

             Arus Kas Keluar Bersih D...  - (1,600) B  -  -  -  -  -  -  -  -

             Total Net Cash (outflo...  - (1,600) B  -  - (256) B 13 B (2,734) B (0) B (1,018) B (10,300) B

       Acquisition Of Mining Pro... (418) B (430) B (430) B (598) B (534) B  -  -  -  -  -

       Additions Of Deferred Exp...  -  -  -  -  -  - (5) B  - (8) B  -

       Acquisition Of Exploratio...  -  - (0) B (1) B (0) B (3) B  -  -  -  -

       Pembayaran Beban Yang Dit...  -  -  -  -  -  -  -  -  -  -

       Purchase Of Non-controlli...  -  -  -  -  -  -  -  -  -  -

       Proceeds From Sales Of In...  -  -  - 313 B  -  -  - 0 B  - 20 B

       Purchase Of Additional In...  -  -  -  -  -  -  - (94) B (171) B  -

       Penempatan Dana Pada Escr...  -  -  -  -  -  -  -  -  -  -

       Penempatan Dana Pada Escr...  -  -  -  -  -  -  -  -  -  -

       Total Cash Flows From Invest... (5,871) B (3,069) B (1,634) B (324) B (2,239) B (4,930) B (9,653) B (5,963) B (1,208) B (10,990) B

 Cash Flows From Financing Activ...

       Payments Of Loan Related ...  -  - (95) B (283) B (129) B (53) B (405) B  -  -  -

       Purchase Of Non-controlli...  -  -  -  -  - (2) B  -  -  -  -

       Proceeds From Bank Loans 688 B 336 B 4,414 B 14,382 B 4,635 B 4,787 B 7,889 B 363 B 2,013 B 3,439 B

       Repayments Of Bank Loans (1,745) B (1,935) B (8,625) B (9,073) B (7,246) B (1,571) B (2,960) B (1,181) B (3,905) B (3,457) B

       Pembayaran Beban Keuangan  -  -  -  -  -  -  -  - (109) B (117) B

       Pembayaran Penarikan Note...  -  -  -  -  -  -  -  - (395) B  -

       Redemption Of Senior Note...  -  -  - (9,953) B  -  -  -  -  -  -

       Repayments Of Loan To Thi...  -  -  -  -  - (346) B  -  -  - (471) B

       Penerimaan Pinjaman Dari ...  -  -  - 193 B  -  -  -  -  - 245 B

       Transfer From Restricted ... (68) B (11) B (16) B (2) B (2) B 1 B 1 B (3) B  -  -

       Payments Of Dividends  -  -  -  -  -  -  - (859) B (761) B  -

       Payments Of Dividend To T... (1,369) B (1,014) B (1,041) B (935) B (921) B (2,181) B (1,368) B  -  -  -

       Payments Of Dividend To N... (1,158) B (14) B (31) B (13) B (9) B (5) B  -  -  -  -

       Penerimaan Dari Penjualan... 39 B  -  -  -  -  -  -  -  -  -

       Pembelian Atas Penambahan... (9) B  -  -  -  -  -  -  -  -  -

       Receipts From Issue Of Ne...  -  -  -  -  -  - 5 B  - 2 B  -

       Penerimaan Dari Penerbita...  -  -  -  -  -  -  -  -  - 11,847 B

       Receipt Of Capital Inject... 166 B 2,208 B  - 3 B 5 B  -  -  -  -  -

       Penerimaan Dari Penerbita...  -  -  -  -  -  -  -  - 7,440 B  -

       Payments Of Finance Lease... (454) B (551) B (439) B (494) B (378) B (392) B (404) B (362) B (657) B (201) B

       Total Cash Flows From Financ... (3,911) B (981) B (5,833) B (6,175) B (4,044) B 239 B 2,759 B (2,040) B 3,629 B 11,285 B

 Net Increase (decrease) In Cash... 1,783 B 5,027 B (409) B 868 B 2,522 B (507) B (434) B (5,414) B 9,518 B 1,380 B

 Cash And Cash Equivalents At Th... 14,590 B 9,438 B 10,281 B 8,471 B 6,103 B 5,404 B 5,507 B 11,275 B 2,416 B 832 B

 Effect On Foreign Exchange Rate... (24) B 5 B (181) B (68) B (319) B (59) B (5) B (401) B (659) B 204 B

 Cash And Cash Equivalents At Th... 16,350 B 14,470 B 9,690 B 9,272 B 8,306 B 4,839 B 5,068 B 5,460 B 11,275 B 2,416 B

APPENDIX 3 

Statement of Cash Flow 
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Key Ratio

In IDR 12M 2017 12M 2016 12M 2015 12M 2014 12M 2013 12M 2012 12M 2011 12M 2010 12M 2009 12M 2008

 Share Outstanding  31.99 B  31.99 B  31.99 B  31.99 B  31.99 B  31.99 B  31.99 B  31.99 B  31.99 B  31.99 B

 EPS (Annual)  204.71  140.56  65.74  69.30  88.18  116.50  156.03  74.45  139.41  41.35

 PE Ratio (Annual)  9.09  12.06  7.83  15.01  12.36  13.65  11.34  34.25  12.41  11.73

 Price to Sales (Annual)  1.35  1.60  0.44  0.80  0.87  1.41  1.57  3.30  2.05  0.86

 Return on Assets (Annual)  7.09%  5.13%  2.56%  2.78%  3.43%  5.76%  9.73%  5.87%  10.50%  3.92%

 Return on Equity (Annual)  13.93%  10.63%  5.32%  6.44%  8.55%  15.06%  22.59%  12.82%  25.56%  9.44%

 Return on Capital Employed (Annual)  16.04%  10.19%  6.27%  8.60%  10.13%  16.13%  29.45%  19.56%  32.30%  31.20%

 Interest Coverage (Annual)  17.96  11.75  5.46  2.60  4.58  7.07  10.72  6.46  10.84  6.83

Balance Sheet

Key ratio

In IDR 12M 2017 12M 2016 12M 2015 12M 2014 12M 2013 12M 2012 12M 2011 12M 2010 12M 2009 12M 2008

 Price to Book Value (Annual)  1.27  1.28  0.42  0.97  1.06  2.06  2.56  4.39  3.17  1.11

 Book Value Per Share (Annual)  1469.02  1321.70  1236.01  1076.01  1031.48  773.63  690.57  580.77  545.39  437.98

 Price to Tang. Book Value (Annual)  1.64  1.72  0.61  1.44  1.60  3.42  4.36  8.06  6.62  3.18

 Tang. Book Value Per Share (Annual)  1132.88  988.34  846.32  724.57  680.52  464.60  405.51  316.21  261.15  152.59

 Short-term Debt (Annual)  3,207 B  2,065 B  1,808 B  3,168 B  2,292 B  2,921 B  1,291 B  1,806 B  2,507 B  2,080 B

 Long-term Debt (Annual)  15,450 B  17,869 B  28,453 B  20,997 B  24,798 B  20,756 B  17,848 B  12,660 B  13,521 B  9,174 B

 Total Debt (Annual)  18,658 B  19,935 B  30,261 B  24,165 B  27,089 B  23,676 B  19,138 B  14,466 B  16,028 B  11,254 B

 Net Debt (Annual)  2,307 B  5,465 B  20,570 B  14,894 B  18,784 B  18,838 B  14,071 B  9,006 B  4,754 B  8,838 B

 Working capital (Annual)  16,337 B  12,739 B  8,802 B  6,184 B  7,285 B  4,977 B  4,700 B  4,407 B  7,841 B  1,135 B

Financial Health

In IDR 12M 2017 12M 2016 12M 2015 12M 2014 12M 2013 12M 2012 12M 2011 12M 2010 12M 2009 12M 2008

 Current Ratio (Annual)  2.56  2.47  2.40  1.64  1.77  1.57  1.67  1.76  1.98  1.17

 Quick Ratio (Annual)  2.45  2.36  2.24  1.52  1.64  1.50  1.60  1.71  1.95  1.12

 Debt to Equity Ratio (Annual)  0.40  0.47  0.77  0.70  0.82  0.96  0.87  0.78  0.92  0.80

 Financial Leverage (Annual)  1.96  2.07  2.08  2.32  2.49  2.62  2.32  2.19  2.43  2.41

 LT Debt/Equity (Annual)  0.33  0.42  0.72  0.61  0.75  0.84  0.81  0.68  0.78  0.65

 LT Debt/Total Assets (Annual)  0.17  0.20  0.35  0.26  0.30  0.32  0.35  0.31  0.32  0.27

 Net Debt/Total Equity (Annual)  0.05  0.13  0.52  0.43  0.57  0.76  0.64  0.48  0.27  0.63

 Total Debt/Total Assets (Annual)  0.20  0.23  0.37  0.30  0.33  0.37  0.37  0.36  0.38  0.33

 Total Liabilities/Equity (Annual)  0.79  0.87  0.91  1.14  1.31  1.44  1.32  1.18  1.43  1.41

Efficiency

In IDR 12M 2017 12M 2016 12M 2015 12M 2014 12M 2013 12M 2012 12M 2011 12M 2010 12M 2009 12M 2008

 Days Sales Outstanding (Annual)  34.33  36.27  30.81  32.33  38.07  44.91  34.07  39.61  35.33  23.52

 Days Inventory (Annual)  13.65  14.70  13.64  13.83  11.03  7.74  6.01  5.80  6.37  4.23

 Payables Period (Annual)  41.83  40.64  43.73  47.05  43.48  48.82  46.67  49.30  54.75  36.11

 Cash Conversion Cycle (Annual)  6.15  10.33  0.72  -0.89  5.62  3.83  -6.59  -3.89  -13.05  -8.36

 Receivables Turnover (Annual)  10.63  10.06  11.85  11.29  9.59  8.13  10.71  9.21  10.33  15.52

 Receivables Turnover (TTM)  9.44  9.14  11.12  10.55  10.51  8.43  8.84  9.72  8.51  9.08

 Inventory Turnover (Annual)  26.75  24.83  26.76  26.39  33.09  47.16  60.74  62.90  57.29  86.32

 Inventory Turnover (TTM)  25.28  25.43  28.72  25.76  24.46  35.74  55.62  54.61  52.18  46.56

 Fixed Assets Turnover (Annual)  2.15  1.66  1.84  2.02  2.11  2.39  3.32  3.04  4.04  6.11

 Fixed Assets Turnover (TTM)  2.21  1.73  1.76  2.06  1.96  2.14  2.99  2.93  3.62  3.34

 Asset Turnover (Annual)  0.49  0.40  0.46  0.51  0.55  0.62  0.79  0.59  0.71  1.07

 Asset Turnover (TTM)  0.48  0.41  0.43  0.48  0.50  0.55  0.73  0.61  0.68  0.55

 Working Capital Turnover (Annual)  2.70  2.66  4.21  6.69  5.50  7.23  7.69  5.60  3.44  15.94

 Working Capital Turnover (TTM)  2.70  2.66  4.21  6.69  5.50  7.23  7.69  5.60  3.44  15.94

 Working Capital Ratio (Annual)  2.56  2.47  2.40  1.64  1.77  1.57  1.67  1.76  1.98  1.17

Cash Flow

Key Ratio

In IDR 12M 2017 12M 2016 12M 2015 12M 2014 12M 2013 12M 2012 12M 2011 12M 2010 12M 2009 12M 2008

 Operating Cash Flow (Annual)  11,566 B  9,076 B  7,057 B  7,366 B  8,804 B  4,184 B  6,460 B  2,590 B  7,097 B  1,085 B

 Capital expenditure (Annual)  (2,523 B)  (1,476 B)  (1,396 B)  (1,286 B)  (2,199 B)  (4,742 B)  (5,673 B)  (2,251 B)  (1,114 B)  (1,464 B)

 Free cash flow (Annual)  9,043 B  7,601 B  5,662 B  6,080 B  6,605 B  (558 B)  787 B  339 B  5,983 B  (379 B)

 Free cash flow per share (Annual)  282.72  237.63  177.01  190.09  206.51  -17.43  24.61  10.60  187.05  -11.85

APPENDIX 3 

Statement of Cash Flow 

(Con’t) 
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APPENDIX 4 

DCF Calculation 
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Year
Bonus 

Shares

Cash 

Dividend
Cum Date Ex Date

Recording 

Date

Payment 

Date
F/I Year Dividend

2008 11.8 25-Aug-09 26-Aug-09 28-Aug-09 11-Sep-09 F 2017 42.25

2009 12 11-Dec-09 14-Dec-09 16-Dec-09 30-Dec-09 I 2016 42.4

2009 17 2-Jun-10 3-Jun-10 7-Jun-10 18-Jun-10 F 2015 32.8

2010 9.85 26-Nov-10 29-Nov-10 1-Dec-10 10-Dec-10 I 2014 30.25

2010 20.5 27-May-11 30-May-11 1-Jun-11 9-Jun-11 F 2013 28.77

2011 21.35 28-Nov-11 29-Nov-11 1-Dec-11 9-Dec-11 I 2012 23.01

2011 53.66 29-May-12 30-May-12 1-Jun-12 12-Jun-12 F 2011 75.01

2012 12.13 29-May-12 30-May-12 1-Jun-12 12-Jun-12 I 2010 30.35

2012 10.65 26-Dec-12 27-Dec-12 2-Jan-13 15-Jan-13 I 2009 29

2012 12.36 29-May-13 30-May-13 3-Jun-13 12-Jun-13 F

2013 15.3 24-Dec-13 27-Dec-13 2-Jan-14 16-Jan-14 I

2013 13.47 26-May-14 28-May-14 2-Jun-14 12-Jun-14 F

2014 11.73 24-Dec-14 29-Dec-14 2-Jan-15 16-Jan-15 I

2014 18.52 30-Apr-15 4-May-15 6-May-15 27-May-15 F

2015 15.29 28-Dec-15 29-Dec-15 4-Jan-16 15-Jan-16 I

2015 17.51 25-Apr-16 26-Apr-16 28-Apr-16 20-May-16 F

2016 25.62 28-Dec-16 29-Dec-16 3-Jan-17 13-Jan-17 I

2016 16.78 4-May-17 5-May-17 9-May-17 26-May-17 F

2017 US$0.00313 28-Dec-17 29-Dec-17 3-Jan-18 12-Jan-18 I

APPENDIX 5 

Dividend Report 


